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for AFUDC is not, in and of itself, a concern to the MoPSC since
the MOPSC will continue to base its decisions regarding treatment
of TPUC on the evidence introduced in Missouri-specific rate

proceedings.

Nonetheless, the NoPSC is concerned with the rationale
expressed by the FCC for the change in policy for treatment of
AFUDC as discussed in its NPRM. It appears this change in policy
was motivated primarily, if not entirely, by the desire of the FCC
to be consistent for accounting and ratemaking purposes with
"generally accepted accounting principles® (GAAP) in regard to
capitalization of interest. The NPRM does not specifically explain
why the proposed treatment of TPUC and AFUDC will be superior to
the method currently used by the FCC, or to any other method. The
NPRM seems to implicitly assume that GAAP is the "right answer” for
regulatory accounting/ratemaking guestions. The MoPSC disagrees.
We believe regulatory bodies should be very cautious in adopting a
ratemaking policy based solely or primarily upon the provisions of
GAAP. Regulated utilities, including telecommunications companies,
are different in certain crucial aspects from unregulated business
entities. By necessity, GAAP is often defined by the appropriate
accounting bodies without specific reference to the needs and
circumstances of the regulated utility industry. Thus, wholesale

adoption of GAAP as the appropriate basis for setting rate and









